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ｔｈｅｃｏｎｓｅｎｓｕｓｏｆｔｈｅＭＯＦｔhreebureauxoverfbreignbondissuesbyJapaneseresi‐ dentsFreedomfiPomauthoritiesisthuslimitedevenoverseas、Ifdomesticregula-tionshaveotherstimulatingef化ctsoninternationalbanking，ｗｈａｔｋｉｎｄｏｆａｓｐｅｃｔｓａｒｅｔｏｂｅｔａｋｅｎｉntoaccount？Ｌｅｔｕｓｂｅｇｉｎｗｉｔｈｒｅｖｉｅｗｉｎｇｔｈｅｐｏst-warsystemof Japanesefinancialregulations 
Theregulationsinstitutionalizedduringthereconstruction-periodcanbesum-murizedasfbllows；（i）interest-rateregulations（TemporarylnterestRateAdjust-ｍｅｎｔＬａｗｏｆｌ９４７)，（ii）functionalspecialization（thedivisionbetweenthesecuri-




restrictionsontheeffortsofordinarybankstoraiselong-termfUndsabroad，the regulatorycontrolisnotsorigiｄｉｎｔｈｅｅｕｒｏ－ｍａｒｋｅｔａｓｉｎｔｈｅdomesticmarkets， whichnaturallymakespotentiallykeencompetitionshiftintothefbreignmarkets・Theremainingtwofactors,（i）ａｎｄ（iii),arecloselyinterrelated,becauseinorderto makeinterestrateregulationeffective，domesticmarketshavetobeseparatedfmm internationalinfluences・Ｔｈｅ‘`out-out，，flnancingisinasenseanaturalresponsefromthebankingsideunderthisseparationEveninthissphere,however,Japanese banksarenotwhollyfreehomsupervｉｓｍｇ``guidance,，asdescribedabove・
InJapanthemostprominentturningpointｗａｓｔｈｅａｍｅｎｄｍｅｎｔｏｆｔｈｅＦｏｒｅｘ Ｌａｗ（aswitchfrom‘`embargoinprinciple，，ｔｏ“hPeedominprinciple，，).Morepre‐ cisely，theliberaUzationofinternationalcapitaltransfbrs，ｏｎｔｈｅｏｎｅｈａｎｄ,andthe interestrateregulationsonyen-denominatedfunds，ｏｎｔｈｅｏｔｈｅｒ，bothinduceex-
－９７－ 
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pansionsofimpactloansandfOreigncurrencydeposits・Foreignbondissuesby
Japaneseresidentsref1ecttheinilexibilitiesinthedomesticprimarymarket,suchas 
therequlrementofcollateral，ａｎｄｌｉｍｉｔｓｏｎｔｈｅａｍｏｕｎｔｓａｎｄｍａｔｕｒｉties・Therefbre，
thecoexistanceofliberalizedcapitaltrans化rsandtheremainingrestrictions,official
andunofficial，arefactorstoencourageinternationalbankillg・Inthissense,wefind
thatthebackgroundissimilartothedevelopmentoftheeuro-markets 
Itisalsoturethatderegulationbyitselfisanacceleratingftlctor，suchasthe 
relaxationofforeignlendingsincel977,Theultimatenberalizationoffbreigndirect 
investmentinl972facintatedindirectly‘`loansonthespot，，throughfurthermulti‐ 
nationalizationofJapanesefirms・
Theexpansionofeuro-finance，basedontherestricteddomesticmarket，might 
taketheplaceoftherelativelyunfavorabledomesticfinanceorthetraditional 
fbreignfina､Ｃｅ，Foreign-currencydeposits,impactloansandfbreignbondissuesare 
allcompensationsfordomesticfinanceinthenarrowsense，Theliberalizationof 
euro-yentransactionssincel984tendstoexpanｄｔｈｅｓｈａｒｅｏｆＪａｐａｎｅｓｅｂanksinthe 
euro-market，ｏｎｔｈｅｏｎｅｈａｎｄ，andmighthinderthegrowthofyen-denominated 
fbreignfInanceinthedomesticmarket，ｏｎｔｈｅｏｔｈｅｒｈａｎｄＦｏｒｅｘａｍｐｌｅ，nberated 
issuesofeuro-yenbondssurpassedthatofyen-denominatedfbreignbonds(Samurai-
bonds）whichhadbeengrowinginaremarkablefashion18)．However,inthecase 
offbreignlending，whichisfnrmoreimportantforJapanesebanks，thetraditional 
businessbydomesticofTiceshasnotbeenimpaired，sincetheamountsofeuro-yen 
lendingarestillverysmalLThesedifferentinfluencesonbond-issuesandlendingare 
causedbydifYbrencesintransactioncostsbetweenthedomesticandeuro-markets・
Whethercompensatoryeffectsareactuallybroughtabout，dependstherefbreon 
manyconditions 
Probablyregulationshaveshiftedthesphereofcompetitionoutwardsandhave 
promotedmternationalbusiness・Functionalspecializationandotherfbrmsof
administrative“guidance,，tendtorestrictthepossibilitiesofcompetitionindomes‐ 
ticmarkets・Interest-rateregulationsimposeupper-limitsondepositrates，and
lendingratesarealsoregulatedupwards・Buttheeffectivelendingratescanbe
manipulatedbybanksastheychangetheproportionoftherequired“compensating 
balances，，（K6sokuYokin)．Underthefunctionalseparationwhichlimitednew 
entry，bankscouldthusmaintainhigherprofitratesthanfirmsinnon-financial 
secrorsduringthehighgrowthperiod'9)．Ｗｉｔｈcompetitionrestrictedintemally， 
JapanesebanksareapttocompetekeenlyformarketsharesabroadWithhighprofit 
ratesguaranteed，ｔｈｅｙｃａｎａｆｆｂｒｄｔｏｔａｋｅｔｈｅｒｉｓｋｏｆ“excessⅣecompetition,,ａｔ 
ｔｈｅｃｏｓｔｏｆｌｏｗｅｒｐｒｏｆｉｔｒａｔｅｓｏｖｅrseasThisargument，whichwecouldcallthe 
Protection-ExcessiveCompetitionHypothesis,islogicallynotimpossible・
Inordertoprovethishypothesis，however，ｓｕｆｆｉｃｉｅｎｔｄａｔａａｒｅｎｏｔｅａｓｙｔｏｆｉｎｄ、
Thefbcusofattentionisprofitrates，notonlyofthetotalbusiness，butofthe 
domesticandinternationaldivisionsrespectively、Besides，ｉｆｗｅｗａｎｔｔｏｍａｋｅｉnteF
nationalcomparisons，ｔｈｏｓｅｐｒｏｆｉｔｒａｔｅｓｄａｔａｈａｖｅｔｏｂｅｅｘtendedtobanksofother 
developedcountriesThisprocessis，accordingtotheexistingstatistics，almostim-
possible、WediscusslatertheprofitratesofJapanesebanks（11-3).Ｉｔｉｓ,however，
worthreferringtothefactthatthegapbetweentheprofitratesofbanksandnon-
financialfirmswaslargｅｓｔｉｎｔｈｅｌ９５０ｓａｌｉｄｌ９６０ｓ・Itshrankconsiderablysmallerin
－９８－ 
ＴＨＥＩＮＴＥＲＮＡＴＩＯＮＡＬＩＺＡＴＩＯＮＯＦＪＡＰＡＮＥＳＥＢＡＮＫＩＮＧ： 
ＴＨＥＦＡＣＴＯＲＳＡＦＦＥＣＴＩＮＧＩＴＳＲＡＰＩＤＧＲＯＷＴＨ 
ｔｈｅｌ９７０ｓａｎｄｔｈｅｎｒｅｖｅｒｓｅｄｓｉｇｎｓａｔthebeginningofthel980s2o)．Thistrend 
suggeststhatbankshavehaddifficultiesinmaintainingrelativelyhighprofitrates 
especiaｌｌｙｉｎｔｈｅｌ９７０ｓａｎｄｌ９８０ｓ，whenthebankingbusinesswasundergoingrapid 
internationalizationlnternationalbankingdoesnotseeｍｔｏｂｅｓｕｓｔａｉｎｅｄｂｙｄｏｍｅｓ‐ 
tichighprofItsasa“safetyvalve，，． 
２．TheRelationshipswithJapanesefirms 
Theearliesttypeofexplanationconcerningthemultinationalizationofbanksis 
thatbanksestablishtheirbranchesabroadinordertoservetheinternationalbusi‐ 
nessoftheirdomesticcustomers（"follow-the-leader，，)21).Thisargument,induced 
fipomthepost-wardevelopmentsofAmericanbanks，canbeappliedtotheexperi‐ 
encesofJapanesebanks,inparticularintheearlierstagesofmultinationalization． 
“OverseasbranchesofJapanesefina､cialinstitutiontendtoconcentrateonthe 
particularareaswhereJapanesefirmsaredenselylocated,orinintemationalflnance 
marketswherefimdraisingisnotdifficult・Consequentlytheycompetewitheacｈ
ｏｔｈｅｒｍａｉｎｌｙｆｂｒｔｈｅｆｉｎａｎｃｉｎｇｏｆJapanesefirmsinthoseconcentratedareas・often
notpayingenoughattentiontoprofitability22r， 
ThisquotationimpliesthattheestabhshmentofoverseasbranchesbyJapanese 
banksfbllowsthesamepatternasAmericanbanksandthatthecompetitionamong 
Japaneｓｅｂａｎｋｓｉｓａｐｔｔｏｂｅｎｏｔｓｏｌｅｌｙｆｂｒｔｈesakeofprofitability・Atthebeginning
ofinternationalization，ｂｕｓｉｎｅｓｓｗｉｔｈｆｉｒｍｓｏｆｔｈｅｓａｍｅｎａｔｉonalityisusuallyｖｅｒｙ 
important・Overseasbankbranchescannoteasilycompetewithfbreignbanksfbr
foreigncustomers；theylackboththeirownreputationandinformationconcerning 
customersThisdisadvantageisnaturallyfargreateratthebeginnmgofinternation‐ 
alizationButconcerningthemultinationalizeddomesticcustomers，theaccumu‐ 
latedmfbrmationonboththesidesoｆｔｈｅｂａｎｋｓａｎｄｏｆｔｈｅｆｉｒｍｓ，islargeand 
businessbetweenthemiscarriedoutonthesafbbasis・Iftransactionsaremostly
UmitedtoJapanesefirms，thecompetitionfbrthislimitednumberofcustomersis 
naturallyapttｏｂｅｋｅｅｎＢｕｔｗｈｙｄｏｔｈｅｙｎｏｔｃａｒｅａｂｏｕｔ‘`profitabiUty,，？Ｗｅｓｈａｌｌ 
ｔｒｙｔｏａｎｓｗｅｒｔｈｉｓｑｕｅｓｔｉｏｎlater、
Theabovequotedreportpublishesalsotheresultsofaninquiry，ａｓｋｉｎｇｗｈａｔ 
ｅｌｅｍｅｎｔｉｓｔｈｅｍｏｓｔｉｍｐｏrtantinchoosmgbetweenfinancialinstitutionsabroad 
WhenJapanesefirmsselectanybanksotherthanthｅｓｐeciaUzedfbreignexchange 
bank，ｔｈｅＢａｎｋｏｆＴｏｋｙｏ，ｔｈｅｍｏｓｔｆｉＰｅｑｕｅｎｔａｎｓｗｅｒｉｓ‘`thebankwiththemost 
transactionsinJapan''23)．Thisimpliesthattherelationshipsdevelopedthrough 
domesticfinanceplayanimportantroleevenininternationalbusiness,ｏｒａｔｌｅａｓｔｔｏ 
ｓａｙ，ｔｈｅｆｉｒｍｓａｒｅｃｏｎｓｃｉｏｕｓｏｆｓｕｃｈｒｅlationshipsltishoweverquestionable，ｉｆso‐ 
called“ｍａｉｎbank，,relationshipsareinreahtyfixedandstable24)．Particularlyafter 
theoilcrises,whenthenon-financialsectors，demandfbrloanshasdeclined,depend‐ 
enceononeparticularfinancialinstitutionseemstohavebecomelessimportant・
Nevertheless，ｔｏchange“mainbanks，，，ｉｎｔｈｅｃａｓｅｏｆｌａｒｇｅｒｃｉｔｙｂａｎｋｓａｎｄｔｈｅｌＢＪ， 
islessfiFequentduringthelowgrowthperiodthanbefore・Thisisunderstandable，
sincethosebankscanaffbrdtooffermanykindsoffinancialtransactionsincluding 
“financialservicesabroad''2s)． 
Oneofthetypical``financialservicesabroad，，isfbreign-bondissuance・Itisquite
characteristicthatthe“mainbanks，，usuallyguaranteeandthattheirsubsidiaries 
－９９－ 
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abroadunderwrite,whenJapanesefirmsissueforeignbondsz6).WhilefIrms(inpar-
ticularbigfirms）dependfarlessondomesticborrowing,relationshipswithbanks 
haveoftenbeenrecentlyreestabushedthroughoverseasfimd-raising・Ifthedomestic
“mainbanks，，takepartintheguaranteeorunderwriting，bondissuingcostswould 
be，afterall，reduce。、ＣＯnverselytheprofltsthatthosebankseamwouldbe
smaller27)． 
Underthecircumstancesthatfirmstrytobelessdependentonbanks(``Gink6-
banare，，)，suchanundersellingisanaturalresponseinordertoreorganizeinternal 
relationships・AssumingthatrelationshipsorganizedthroughfInanceareamutual
securitysystem,thelowprofitratesfrominternalbusmessiscompensatedby``long‐ 
termandstable，，ｃonnectionswhichcanbecomparedtoakindofinsurance28)．Low 
profitabilityis，however，、eitherconfinedtobondissuecommissions,nortobusi-
nesswithJapanesefirｍｓ，asisshownbyfbreigners，complaintsagamstthemodms 
opelYmdiofJapanesebanksingeneral・
Ｔｈｅreason，whytheinternationalbusinessofJapanesebankshaswitnessedsuch 
remarkableｇｒｏｗｔｈ，ｓｈｏｕｌｄnotbeattributedonlytocloserelationshipswithJapa-
nesefirms・Thereforewehavetoexamineseveraladditionalfnctors,nottomention
lowprofitability． 
３．CompetitivenessandProfitabilitｙ 
ＵｐｔｏｎｏｗｗｅｈａｖｅｎｏｔｓｐｏｋｅｎｏｆｔｈｅｐｏssibilitythatthesurplusonJapanese 
currentaccountsmightcauseanexpansionofinternationalbankin9．Ｉｎｖｉｅｗｏｆｔｈｅ 
ｆａｃｔｔｈａｔｔｈｅｓｕｒｐｌｕｓｏncurrentaccountsisareHectionofanexcessindomestic 
saving（savingminusinvestments),suchdepositsatbanksasarenotemployedinterと
nally，wouldbefbrcedtoflowoutwardsovertheborderslfthiscausalityexists,the 
growthofJapanesemternationalbankingishlcilitatedbytheinternalpressureof 
excesssav1ng 
Doesthiskindofreasoningreallyholdgood？First，ｌｏｏｋｉｎｇａｔｔｈｅＪａpanese 
capitalaccounts，weflndthatlong-termcapitalflowsintheoppositedirectionto 
short-termcapitaLInthel980s，thenetoutfIowoflong-termcapitalhasbeenin‐ 
creasing，whileshort-termcapitaltransactionsonprivateaccounts（､etfbreign 
positionsoffbrexbanks）hasbeennegativelygrowingsincel984.Second,ofthe 
longtermcapitaloutflows，thegreaterpartconsistsoftradefinanceandloans,ａｎｄ 
directandportfOlioinvestments・Japanesebanksmainlyundertaketradefinanceand
loansontheirownaccount，whilerecentlyacceleratedportfolioinvestmentsare 
mainlypromotedthroughnfeinsurancecompanies､Third,theabovementionedtwo 
factsimplythatbankshavenetfbreignpositioｎｓｂｙ“borrowingshortandlending 
long,，ａｎｄｔｈａｔｔｈｅｙｄｏｎｏｔｐａｓｓｉｖｅｌｙａｃｔａｓagentsofone-sidedcapitaloutnowsz9)． 
Ｆｏｕｒｔｈ，theintemationalbusinessofJapanｅｓｅｂａｎｋｓｉｓｎｏｔｏｎｌｙｃｏｍｐｏｓｅｄｏｆｔｈｅ 
“cross-boarder,，transactionsshowninthebalanceofpaymentsstatistics,ｔｈｅｇｒｅａｔｅｒ 
ｐａｒｔｉｓｉｎｔｈｅｄｏｍａｉｎｏｆｔheoverseasbranches，ｆｂｒｔｈｅｍｏｓｔｐａｒｔ，“out-out，，trans-
actions､Thustherapidgrowthofinternationalbankingshouldnotbeconsideredas 
anautomaticresultofthesurplusoncurrentaccounts,rather,itismfactfacilitated 
bytheactive,independenteffbrtsofbankstoenlargetheirbusmesspossibinties3o)． 
Ｎｅｘｔ，weshallconsidertheinfluenceofcurrencydenominationoncompetitive‐ 
ness・Asyen-denominatedinternationalfinancedevelops，thebusmessofJapanese
－１００－ 
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banksissurelypromoted・Yentransactions,suchastradefinance,have,fbrthemost
part，Japanesefirmsaseithercreditorsordebtors，whichnaturallygiveJapanese 
banksanadvantage・Whatkindofanadvantageistheretheninthecaseofeuro-yen
businesswithnon-residents？Ｕｎｔｉｌｔｈｅｅｎｄｏｆｌ９８４Japaneseauthoritiesregulated 
euro-yenbondissuesbynon-residentsinsuchawaythatthelead-managersshould 
beJapanesesecuritiescompanies311ThereafterJapanesebanks，subsidiariesabroad 
receivedequalaccesstothisbusinessasdidtheirJapanesepredecessorsandother 
fbreignfinancialinstitutionsJnthissenseatthepresenttime，theyhaveneither 
advantagesnordisadvantages・
ThereasonwhyAmericanbankshaveacomparativeadvantageinUS・dollar
businesshasbeenpointedoutasfollows．（i)Theyhavefarbetteraccesstodomestic 
dollarfunds・Whentheeuro-dollarintereｓｔｒａｔｅｉｓｈｉｇｈｅｒｔｈａｎｉｎｔｈｅＵＳｍａｒｋｅts，
theyhavepossibilitiesfbrraisinｇｃｈｅａｐｅｒｆｉｍｄｓａｔｈｏｍｅ．（ii）Incaseofflnancial 
turmoiloraliquiditycrisisintheeuro-dollarmarket,theyhaverecoursetodomestic 
fimds,ｉｎａｅｘｔｒｅｍｅｃａｓｅ，ｔｈｅｙｃａｎｄｅｐｅｎｄｏｎ“thelenderoflastresort，，fUnctionof 
theFederalReserveBoard321CanweapplytheseexplanationstoJapanesebanks? 
Japanesebankshaveindeedeasieraccesstodomesticyen-fimds,butthisadvan-
tagehasbeenlargelyreducedthroughnberalizationandintemationalizationofthe 
flnancialsystem，becausefbreignbankscaneitherfreelyconverttheirowncurrency 
fimdsintoyenorborrowintheeuro-yenmarketBesides,interestratesinJapanese 
domesticmarketsandeuro-yenmarketsareeasilyequaUzedthrougharbitragetransP 
actions、Ｔｈｅｇａｐｉｎｆｕｎｄｒａｓｉｎｇｃｏｓｔｓｉｓ，ｉｆanything，quitesmall32)．Asfbrthe
secondexplanation，ｔｈｅａｃｃｅｓｓｔｏｙｅｎ－ｆＵｎｄｓｉｓｎｏｔｓｏｉｍｐortantinthecaseofan 
internationalfinancialdisturbance・Thegreaterthedifficultiesare，ｔｈｅｍｏｒｅｐｒｅ‐
ferredisthecurrencythatis“stronginanemergency，，，ｉ､e・ｔｈｅＵ.Ｓ・dollar・The
abovereasonsdonotholdgoodfbrJapanesebanksIfJapanesebanksperfbrm 
betterineuro-yenbusiness，apartfromeuro-flnanceingeneral，themamreasonis 
probablythatthisｂｕｓｍｅｓｓｉｓｆｂｒｔｈｅｍｏｍｅｎｔｏｎｌｙａｍｉｎｏrpartofinternational 
flnancedistinctfiFomthema}orareasofkeencompetitionbyforeignbanks・
WhetherJapanesebanksreceiveanyfavorabletreatmentfromtheauthorities 
in‘`in-out,，ａｎｄ“out-in,，transactions，isquestionable、Dissatisfactionsthatfbreign
fmancialmstitutionsareunfairlyexcludedfromJapanesemarketshavebeenoften 
expressedandthisproblemwasoneoftheissuesinthe“US-JapanYen/DollarCｏｍ‐ mittee''34)．Indeed，becauseｏｆａｂａｎｏｎｔｒｕｓｔｂａｎｋｉｎｇａｎｄｏｆｒｅｇｕｌationsconcerning 
yen-conversion，thebusinesspossibihtiesoffOreignbankswerelimiteduntill984 
Sincethentheseadministrativerestrictionshavebeentoagreatextentrelaxed・
TherewasalsotheoppositecasethaｔＪａｐａｎｅｓｅｂａｎｋｓｕｓｅｄｔｏｂｅofadisadvantage,as 
wastruewiththeregulationsconcemmgimpactloans・Someofthedisfavorable
regulatioｎｓｔｏｗａｒｄｆｂｒｅｉｇｎｂａｎｋｓｃｏｕｌｄｈａｖｅｉｍｐｅｄｅｄｔｈｅｉｒｃｏｍｐｅｔｉｔｉｖｅｎｅｓｓｉｎJapan， 
ｂｕｔｔｈｉｓｅｌｅｍｅｎｔｄｏｅｓｎｏｔｓｅｅｍｔｏｂｅｏfmajorimportanceJapanesebankshave 
betteropportumtiesindomesticmarketsbecausethecustomersare，inmostcases， 
Japaneseresidents、
ｓｏｆａrwehaveexaminedseveralfHctorswhichmightinHuencebankingoppor‐ 
tunities，suchasthecurrencydenommation，thelocationofmarkets，butnothing 
hasmoreimportancethanthenationaUtyofthecustomers・Butasmentioned
earner，ｔｈｅｇｒｏｗｉｎｇｐａｒｔｏｆｂｕｓｉｎｅｓｓｉｓｗｉｔｈnon-Japaneseresidents，ｍａｉｎｌｙｕｎｄｅ壬
－１０１－ 
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takenineuro-markets・Whatisthebasisofthecompetitivenessthere？Ｔｈｅｐｏｓｓｉｂｌｅ
ａｎｓｗｅｒｗｏｕｌｄｂｅｌｏｗｓｐｒeads,whichhavebeenamatterofmuchargumentconcern‐ 
ingJapaneseintemationalbanking・Ｎｏｏｎｅｃｏｕｌｄｄｅｎｙｔｈａｔｉｎｔｈｅｌ９７０ｓｔｈｉｓｆａｃｔｏｒ
ｗａｓｏｎｅｏｆｔｈｅｍｏｓｔｐｒｏｍｉｎｅntcharacteristics・However，fbrthepastseveralyears，
accordmgtosomebankers，theprofitsacquiredfrominternationalbusinesshave 
beenhighlyappreciatedinviewofthegenerallowprofltabilityindomesticbusiness、
Toourregret，thedataoninternationalbusiness，especiallyitsprontabiUty，are 
quiteunsatisfactory・
Ｔｏｔｈｅｅｘｔｅｎｔｗｅｃａｎ，ｗｅｍｕｓｔｃｏｍｐａｒｅｐｒｏｆｉｔｒａｔｅｓｉｎgeneral，andnotgener‐ 
atedsolelyintheinternationaldivision,ofbanksinmajordevelopedcountries・Ｉｎ
ｔｈｅｐｅｒｉｏｄｌ９７１－８０，theretumonequityofJapanesebanksranksbetweenthe 
NorthAmericans（CanadaandtheUSA）andtheEuropeans・Comparingjustthe
largestfivebanks，theJapaneserateofreturnstandsslightlylowerthantheEuro‐ 
peans(seeTablell).Ｔｈｅｎｅｘｔｄａｔａｆｂｒｌ９８２ａｎｄｌ９８５（Tablel2),consistingofa 
largernumberofbanks，shownearlythesameresult；thatJapaneseasweUas 
Germansbeloｎｇｔｏｔｈｅｌｏｗｅｓｔｒａｎｋｌｎｓｐｉｔｅｏｆｄｉｆｆbrentperiodsandsamplenum‐ 
ｂers,theprofitabilityofJapanesebankｓｓｅｅｍｓｔｏｂｅｏｎｔｈｅｗｈｏｌｅｌｏｗ， 
Thattheprofitratemgeneralislow，ｄｏｅｓｎｏｔａｌｗａｙｓｍｅａｎｔｈａｔｉnternational 
bankingispursuedatthecostoflowprofitability､Theprofitshareofinternational 
businessfOrJapanesecitybanksiscloseto２０％（Tablel3)，stilllowerthanin 
Europe，nottomentiontheUnitedStates35)．Fromthisprofitshare，wecannot 
excludethepossibilitythatextremelylowdomesticprofitsreducethetotalprofit 
rate，ｅｖｅｎthoughtheintemationalbusinessisprofitableenoughButthisassump‐ 
tioniswrong・Atthebeginningofthel980s,theinterestratespread(rateofreturn
fromthefimdsemployedminusfundraisingcosts)wasfbrdomestictransactions 
slightlymoretha、２％，ｗｈｉｌｅｏｖｅｒｓｅａｓｉｔｗａｓＯ５～0.4％，considerablylower36)．
Thisgapprobablyshowsthedifferencebetweenthemoreorlessprotecteddomestic 
marketsandthefi･eelycompetitiveoverseasmarkets・Ｉｔｍｕｓｔｂｅａｄｄｅｄ，however，
thatthesespeadsarenotnetofoperatingexpenses（andtaxes).Ifthesecostsare 
quitedifferent，ｔｈｅｇａｐｉｎｐｒｏｆｉｔｒａｔｅｓｃｏｕｌｄｂｅｒｅｄｕcedor，ｉｎａｅｘｔｒｅｍｅｃａｓｅ， 
reversedUnfbrtunately，wehavenomeanstodivideoperatingexpensesbetween 
domesticandinternationaldivisions37)． 
Ｉｆｗｅｅｓｔｉｍａｔｅｔｈｅｔｉｍｅ－ｔｒｅｎｄｏｆｔｈｅprofitability，ｗｅｃａｎｅｘａｍｉｎｅｓｏｍｅｏｆｔｈｅ 
ｉｓｓｕｅｓｆｕｒther・Profitsfromtheinternationalbusinessoｆｃｉｔｙｂａｎｋｓａｒｅｓｈｏｗｎｉｎ
Ｔａｂｌｅｌ３－(1).Needlesstosay,theseprofitsareonagrossbasis,includingoperating 
expenses・UsingtheinternationalassetsofTable3asdenominators,atime-seriesof
profitratesisgiveninTablel3-(3)． 
Lookingattheseestimates，thedecliningtendencyisapparent，exceptfbra 
slightrecoveryinl985・Ontheotherhand,totalprofitrates(tototalassets)arealso
decUning，butstayingatahigherlevelthantheinternationalones・Thegapbetween
themreflectsthecontributionsfromdomesticbusmess・Whyistheshareofinterna-
tionalprofitsincreasing？Theprofitrateininternationalbusinessbeinglowerthan 
thetotalprofitrate（orthatofdomesticbusiness),thegrowingshareofinternation‐ 
alprofitssuggeststhatdomesticassetshavebeenshiftedtotheinternationaldivision 
rathcrquickly、Ｆｉｇｕｒｅｌｓｈｏｗｓｔｈｉｓ「elationship・Astheproportionoflessprofitable
internationalassetsgrows，thetotalprofitrateisreduced，Ｗｅｈａｖｅｔｏｋｅｅｐｉｎｍｉｎｄ 
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Figurel、TheShmcoflnternationalBusiness，
andGrossProfitRates(CityBanks） 
Share お
％
〆襲一・・一”】
峯鴛ii三F､
､b二-－－つ･――へ■～･ウジ戸⑤-●
3０ 
ProfitRate 
2％ 2０ 
1.5 
1０ １ 
0.5 
1９７７７８７９８０８１８２８３８４８５８６ 
Source：Assetshare(yearaverage)iscalculatedfromAm(ysjSq／ 
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ＯｔｈｅｒｄａｔａａｒｅｈｏｍＴａｂｌｅｌ３． 
thatsuchapeculiarmovementisfbundinthebackgroundoftherapidexpansionof 
Japaneseinternationalbanking・Inl985theshareofinternationalassetsdeclined，
accompaniedbyarecoveryoftheirpｒｏｆＩｔｒａｔｅａＴｈｉｓｍｉｇｈｔｂｅａｓｌｇｎｏｆChanging ● 
busmessbehavior・Unfbrtunatelywearestilllackingenoughstatisticaldatato
indicatｅａｎｅｗｔｅｎｄｅｎｃｙ・
TheabovereasoningoninternationalprofItabilityassumesthatthestatistical 
coverageofgrossprofitsandassetsarenearlythesame・Thedatafbrprofitsare
surelypubUshe。，buttherearestiUseveralquestionsonthemethodofestimating
assets、Ｗｅｍｉｇｈｔｓａｙ，nevertheless，thatthegrossprofItratesarelowerininterna‐
tionalbusinessthaninthedomesticsphere・Theincreasingproportionofinterna-
tionalassetsimpliesthepreferencefbrmarketsharesratherthanprofItability,which 
hasbeensurelythedrivingforceofJapanesebanksintheeuro-markets． 
Conclusion 
Reviewmgthequestionsraisedatthebeginningofthispaper，ｗｅｓｕｍｍａｒｉｚｅ 
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theaboveconsiderationsasfoUows． 
LGenerallyspeaking，euro-financebyJapanesebankshasbeenpromotedby 
l）thelimitationsofyenasaninternationalcurrencyand2）inefHciencyinJapa-
neseHnance‐andcapitalmarkets・Ｉｎｔｈｅｌ９８０ｓ，whentheliberahzationandinter‐
nationalizationoftheJapanesefinancialsystemistakingplace，thegrowthof 
conventionalfbreignfinanceandeuro-domesticfinanceisquiteremarkableThese 
factsare,however,ｎotpeculiartoJapanesebanksatall,ａｎｄａｒｅｃｏｍｍｏｎｌｙｆｂｕｎｄｍ 
ＮｏｒｔｈＡｍｅｒｉcanandEuropeancountriesOneoftheJapanesecharacteristicsisthe 
fnctthattheregulatorycontrol（orguidance）bytheauthoritiesusedtoextendto 
suchanextent，intoeuro-marketsaswell，ｔｈａｔmotivationstoavoidadmmistrative 
regulationsarerelativelyweakerandthatderegulationshadgreaterimpactson 
internationalbanking・Ｏｎｔｈｅｏｔｈｅｒｈａｎｄ，ｔｈｅｒｅmainingregulationsondomestic
fi､ancecoexistwithaliberalattitudetowardinternationalcapitaltransactions， 
whichisanotherhlctorfacilitatinginternationalfinance・Thehypothesisthathigher
profitsintheprotecteddomesticmarketenable“excessivecompetition，，abroadis， 
ｆｒｏｍｔｈｅｔｉｍｅｔｒｅｎｄ,hardtosupport． 
２．ＪapaneseinternationalbankinghasbeenfiPomtheverybeginningofitsdevelop‐ 
ｍｅｎｔcloselyconnectedwiththemultmationalactivitiesofJapanesefirms，which 
iscommonwithAmerican（andGerman）experiencesBecausebankshavebetter 
informationoncustomersofthesamenationality，thebusinesswiththemissafer， 
andnaturallymoreimportantattheinitialstages・Eveninrecentyears,bankswith
closedomesticconnectionstakepartinforeignfimdraisinｇｆＯｒｔｈｅｆｉｒｍｓｃｏｎｃｅｒned， 
Inthiscase，theprofitabiutyseemstobelow、Nevertheless，lowprofitabilityisnot
confinedtobusinesswithJapanesefirms，butgenerallyclaimedtobecharacteristic 
inJapanesemtemationalbusiness． 
3．Ｔｈｅlast，andthegreatestquestionis，whatarethebasesofJapanesecompeti‐ 
tivenessis？ApartfiPomtheconnectionswithJapaneseflrms，theremusthavebeen 
anofTensivestrategyformarketsharesatthecostofprofitability・Thisisindeeda
stereotyPedexplanation・However，estimatingtheamountsofinternationalassets
andtheirprofitability，wefindsuchatendencyofshiftingassetstolessprofitable 
internationalbusiness、Theseresultswerebasedongrossprofitsestimates,mcluding
operatingexpensesThecomparisonofnetprofitratesis,ｉｆpossible，amatterfbr 
fUrtherexamination． 
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29)Teranishi[1987],pp､172-6. 
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32〕Goodman[l984Lpp､682-3.
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